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A REPORT  ON  ACTIVITIES 


The  DCAA  Vision 


COMMITMENT  TO  EXCELLENCE 

In  support  of  the  National  Interest,  we  are  dedicated  to  providing  timely  and  responsive 
audits,  reports,  and  financial  advisoiy  services  to  Department  of  Defense  contracting 
officers  and  other  customers. 

Our  aim  is  to  be  THE  audit  organization  with  the  foremost  reputation  for  competence, 
integrity,  and  customer  satisfaction  by: 

• Creating  an  environment  of  teamwork,  open  communication,  tmst,  and  mutual 
respect,  and 

• Developing  highly  qualified  employees  dedicated  to  the  concept  of  continuous 
improvement 
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There  are  significant  changes  occurring  as  the 
Department  of  Defense  (DoD)  adapts  to  the 
realities  of  smaller  budgets.  "Doing  more  with 
less"  is  more  than  a cliche  these  days~it  is  a 
mandate  that  challenges  us  all  to  find  construc- 
tive solutions  that  will  enable  us  to  sustain  the 
values  and  mission  capabilities  our  customers 
have  come  to  expect.  To  be  successful,  all 
DCAA  employees  need  to  understand  our  goals 
and  be  provided  the  means  by  which  they  can 
influence  and  contribute  to  the  processes  for 
achieving  those  goals.  The  critical  vehicle  for 
giving  all  of  us  clear  direction  and  a constancy 
of  purpose  is  DCAA’s  Strategic  Plan.  Its  empha- 
sis on  satisfying  customers,  providing  value- 
added  services,  pursuing  continuous 
improvement,  cind  developing  highly  qualified 
and  motivated  employees  will  keep  us  on  course 


"Doing  more  with  less 
is  more  than  a cliche 
these  days--it  is  a man- 
date that  challenges  us 
all  to  find  constructive 
solutions...," 

and  working  together  to  meet  our  vital  mission 
responsibilities. 

One  of  our  Strategic  Plan  objectives  is  to 
communicate  our  progress  and  accomplish- 
ments to  both  customers  and  employees.  There- 
fore, we  have  revised  the  DCAA  Report  on 
Activities  to  better  serve  that  need.  This  publi- 
cation will  be  updated  annually  and  describes 
the  audit  and  financial  advisory  services  DCAA 
provides,  as  well  as  highlights  our  significant 
accomplishments  of  the  past  year. 

In  fiscal  year  1994,  DCAA  continued  to  de- 
liver timely  and  responsive  audit  services  to  the 
Department  of  Defense  and  our  other  custom- 
ers. We  returned  $3.8  billion  in  savings  to  the 
Government  on  an  operating  budget  of  $400 
million.  In  other  words,  DCAA  returned  $9.50 
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"In  Fiscal  Year  1994, 
DCAA  ...  returned 
$3.8  billion  in  savings 
to  the  Government  on 
an  operating  budget  of 
$400  million. " 

in  savings  for  every  $1  in  operating  expenses. 
We  are  very  proud  of  this  return  on  investment. 

Today  both  industry  and  the  Government  are 
challenged  with  many  issues  as  a result  of 
reinventing  the  way  the  Government  does  busi- 
ness. In  September  1993,  Vice  President  Gore 
presented  the  results  on  the  National  Perform- 
ance Review  to  President  Clinton.  The  report 
included  recommendations  to  streamline  the 
bureaucracy,  including  reduction  of  Executive 
Branch  civilian  personnel  by  252,000  by  the 
close  of  fiscal  year  1999. 

In  February  1994,  Secretary  of  Defense, 
William  Perry,  issued  a report  entitled  "Acqui- 
sition Reform-A  Mandate  for  Change."  This 
report  outlines  DoD’s  vision  of  a re-engineered 
acquisition  system  that  will  ensure  that  DoD  will 
be  able  to  maintain  its  technological  superiority 
and  a strong,  globally  competitive  national  in- 
dustrial base  while  also  reducing  acquisition 
costs. 

By  fiscal  year  1997  defense  spending  will  have 
declined  in  real  terms  by  over  40  percent  from 
fiscal  year  1985,  and  advanced  technology  is 
increasingly  available  to  the  world.  Neverthe- 


less, the  President  and  Secretary  of  Defense  are 
committed  to  maintaining  a lean,  high-tech, 
agile,  ready-to-fight  military  force  during  a time 
in  which  threats  are  changing  and  unpredictable. 
DoD  cannot  meet  this  commitment  without 
dramatic  changes  in  its  acquisition  processes 
because:  DoD  is  often  unable  to  acquire  state- 
of-the-art  technology,  DoD  is  often  unable  to 
buy  from  commercial  companies,  and  DoD’s 
costs  of  doing  business  are  too  great. 

To  meet  the  Executive  Branch  civilian  person- 
nel reduction  goals  recommended  in  Vice  Presi- 
dent Gore’s  National  Performance  Review, 
DCAA  has  set  organizational  goals  to  be 
reached  by  1999.  These  goals  include  reducing 
the  total  DCAA  staffing  by  1,235  positions; 
reducing  Headquarters,  regions,  and  field  sup- 
port by  129  positions;  closing  50  of  our  field 
audit  offices,  and  eliminating  515  management 
and  supervisory  positions.  At  the  end  of  fiscal 
year  1994,  we  had  reduced  total  Agency  staffing 
by  331  positions;  reduced  Headquarters,  re- 
gions, and  field  support  staff  by  13  positions; 
closed  17  field  audit  offices;  and  eliminated  147 
management  and  supervisory  positions.  These 
changes  result  in  a smaller  audit  staff  and  a 
greater  supervisory  span  of  eontrol. 

In  1994  we  also  continued  to  aggressively 
pursue  improvements  in  our  own  processes 
through  execution  of  our  Strategic  Plan  goals 
and  objectives.  Many  of  the  efforts  which  we 
have  undertaken  exemplify  the  very  spirit  of  the 
Administration’s  goal  to  re-invent  Government. 
For  example,  given  the  increasing  supervisory 
span  of  control,  we  have  developed  participative 
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work  teams  in  DCAA  offices  and  empowered 
our  managers  and  employees  through  greater 
delegation  of  authority.  We  have  identified  and 
pursued  initiatives  to  reduce  audit  requirements 
through  innovative  audit  approaches.  Examples 
of  some  of  our  improvement  initiative  successes 
are  described  in  this  pamphlet. 

One  of  DCAA’s  top  priorities  continues  to  be 
the  reduction  of  our  backlog  of  incurred  cost 
audits.  Our  goal  is  to  reduce  this  backlog  to  one 
year  by  the  end  of  fiscal  year  1997.  All  of  our 
regions  and  the  Field  Detachment  did  an  excel- 
lent job  in  1994  at  not  only  achieving  their 
incurred  cost  backlog  goals,  but  exceeding 
them.  The  statistics  show  that  every  region 
exceeded  their  goal,  some  by  18  to  20  percent. 
This  was  outstanding. 

One  of  our  continuing  success  stories  to  im- 
prove the  quality  and  responsiveness  of  our  audit 
services  involves  the  initiative  known  as  Audit 
Cycle  Time  Reduction.  Audit  cycle  time  reduc- 
tion is  the  result  of  a coordinated  audit  effort 
between  the  Government  and  the  contractor  to 
develop  more  efficient  means  to  accomplish  the 
audit  objective  by  improving  the  audit  process 
and  significantly  reducing  elapsed  days  from  the 
start  of  the  audit  to  the  final  report.  Through 
audit  cycle  time  initiatives,  audit  and  contractor 
resources  necessary  to  perform  and  support  the 
audit  are  reduced. 


Since  we  implemented  the  initiative,  it  has 
been  successfully  used  at  many  companies  to 
reduce  the  incurred  cost  backlog  to  only  one 
year.  While  the  initial  emphasis  was  on  cycle 
time  reduction  for  incurred  cost  audits,  the 
initiative  is  also  being  used  on  other  audits  such 
as  rate  agreements,  postaward  audits,  and  system 
reviews  such  as  Material  Management  and  Ac- 
counting System  (MM AS),  labor,  and  Elec- 
tronic Data  Processing  (EDP). 

Audit  cycle  time  reduction  is  one  of  our  big 
success  stories.  Our  customers  believe  it  is 
important  that  we  have  the  audit  process  under 
control.  They  are  happy  with  our  improved  audit 
cycle  time,  and  we  want  to  keep  them  that  way. 

We  have  made  great  strides  toward  providing 
timely  and  responsive  services  to  the  Depart- 
ment of  Defense  community  and  our  other  cus- 
tomers. I look  forward  to  the  continued 
assistance  of  DCAA’s  employees,  the  acquisition 
community,  and  industry  in  helping  us  to  meet 
the  challenges  still  ahead  as  we  work  to  make 
positive  changes  within  DoD  and  the  Govern- 
ment. DCAA  will  continue  to  seek  new  ways  to 
improve  and  add  value  to  our  audit  services. 
Maintaining  a progressive,  forward  thinking  at- 
titude is  essential  if  we  are  going  to  achieve  our 
strategic  vision  of  being  "THE  audit  organiza- 
tion with  the  foremost  reputation  for  compe- 
tence, integrity,  and  customer  satisfaction." 


”]Ne  have  made  great  strides  toward  providing  timely  and 
responsive  services  to  the  Department  of  Defense  commu- 
nity and  our  other  customers. " 
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THE  YEAR  IN  REVIEW 


DCAA  provides  necessary  contract  audit 
services  during  the  entire  life  cycle  of  a Govern- 
ment contract.  These  audit  services  are  de- 
scribed in  the  Audit  Services  section 
immediately  following  this  section.  The  Year 
In  Review  highlights  significant  Agency  accom- 
plishments in  improving  the  way  in  which  we 
deliver  our  audit  services  and  the  results  of  some 
of  the  audits  we  performed  during  the  past  year. 

The  Agency  made  significant  progress  in 
achieving  our  Strategic  Plan  goals  in  Fiscal  Year 
1994.  We  instituted  various  projects  and  initia- 
tives to  bring  about  changes  in  the  way  we  do 
our  audits  and  support  our  customers.  The 
Agency  is  pleased  to  report  that  these  changes 
have  brought  significant  positive  results.  Fol- 
lowing are  examples  of  our  successes. 

PARTICIPATIVE  WORK  TEAMS 

As  part  of  Goal  One  of  the  Strategic  Plan, 
regions  and  field  audit  offices  began  implement- 
ing Participative  Work  Teams  (PWTs).  These 
teams  provide  for  a great  opportunity  to  build 
an  environment  of  teamwork,  trust,  and  pride  of 
ownership.  Many  of  our  field  audit  offices  are 
now  employing  participative  work  teams. 


Fred  Resnick,  Frank  Gilroy,  Harry  Angelos, 
Robert  Schildkraut,  Artie  Schwartz,  (NP)  John  Trainor 


A resident  office  at  a major  contractor  location 
in  our  Northeastern  Region  used  the  "team 
audit  approach"  to  accomplish  four  years  of 
incurred  cost  audits.  Supervisory  Auditor 
Harry  Angelos  and  auditors  Fred  Resnick, 
Frank  Gilroy,  Robert  Schildkraut,  Artie 
Schwartz,  and  John  Trainor  established  spe- 
cific goals  and  met  with  the  contractor  repre- 
sentatives to  explain  the  new  audit  approach. 
The  team  subsequently  completed  the  audits 
with  savings  of  approximately  $5.4  million.  The 
team  also  successfully  completed  other  unex- 
pected work  including  an  operations  audit  per- 
formed jointly  with  the  Defense  Contract 
Management  Command  which  resulted  in  cost 
avoidances  of  $2.5  million. 

The  Albuquerque  New  Mexico  Suboffice  of 
the  Central  Region’s  Scottsdale  Branch  Of- 
fice experienced  great  success  through  the  use 
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of  participative  work  team  concepts.  Faced  with 
a backlog  of  over  $175  million  of  incurred  cost 
audits,  auditors  Paul  Barry,  Christine 
Fritzsche,  Joseph  Fleming,  Nina  Spears,  Er- 
nest Martinez,  and  Jimmy  Triviso  formed  a 
team  to  tackle  this  workload.  The  team  devel- 
oped various  tools  to  improve  audit  efficiency 
such  as  standard  contractor  information  requests 
and  audit  working  papers.  Communication,  pro- 
ductivity, and  creativity  was  enhanced,  thus 
increasing  morale  among  the  team  members. 
Audit  quality  was  improved  through  the  use  of 
self-assessment  procedures  developed  by  the 
team.  As  a result,  this  team  surpassed  its  goal 
by  auditing  over  $203  million  of  incurred  costs. 

AUDIT  CYCLE  TIME 

Increasing  our  customers’  satisfaction  with  our 
audit  services  continues  to  be  an  extremely 
important  strategic  goal  of  DCAA.  Goal  Two  of 
our  Strategic  Plan  focuses  attention  on  the 
Agency’s  efforts  to  assure  customer  satisfaction 
through  timely  and  responsive  audits  and  finan- 
cial services.  A major  initiative  in  this  endeavor 
has  been  reducing  the  time  between  the  start  of 
our  audit  work  and  the  issuance  of  the  final  audit 
report.  We  refer  to  this  as  "Audit  Cycle  Time." 
This  is  a coordinated  effort  between  the  Govern- 
ment and  the  contractor  to  improve  the  audit 
process,  and  significantly  reduce  the  elapsed 
days  from  the  start  of  audit  to  the  final  audit 
report  and  the  resources  necessary  to  perform 
and  support  the  audit.  All  of  our  offices  have 
worked  toward  improving  our  audit  cycle  time. 


The  Western  Region  experienced  significant 
savings  in  audit  hours  and  elapsed  days  through 
the  application  of  initiatives  to  improve  audit 
cycle  time.  All  26  field  audit  offices  in  the 
region  participated,  completing  184  audits  using 
cycle  time  improvements.  These  initiatives  re- 
sulted in  a reduction  of  31,967  elapsed  days 
compared  to  prior  audits  and  a savings  of  3 1 ,032 
audit  hours. 

Cycle  time  audit  techniques  were  used  at  the 
GE-Lynn  and  UTC  Sikorsky  offices  in  the 
Northeastern  Region.  As  a result,  GE-Lynn 
Resident  Auditor  David  Blake,  Supervisory 
Auditor  Robert  Corso,  and  auditors  Robin 
Cote,  Nicholas  DeCola,  and  John  Manfre- 
donia  delivered  an  audit  of  a $138  million  firm 
fixed  price  proposal  to  the  Navy  within  2 1 days 
of  the  request  for  audit.  Because  of  this  ap- 
proach, over  250  hours  in  contract  negotiation 
time  were  saved.  Results  were  equally  good  at 
UTC  Sikorsky.  Supervisory  Auditor  Domingo 
Rivera  and  auditors  Daniel  Sparano,  Eliza- 
beth Hines,  Robert  Nonemaker,  Elaine  Burk- 
man,  Lawrence  Gensicki,and  Andrew  Adam 
completed  an  audit  of  a $139  million  firm  fixed 
price  proposal  in  20  days. 

The  Atlanta  Branch  Office  in  the  Eastern 
Region  teamed  with  the  Navy  and  the  Georgia 
Institute  of  Technology  (Georgia  Tech)  to  em- 
ploy cycle  time  techniques  to  resolve  outstand- 
ing audit  issues  and  to  get  current  on  overhead 
audits.  The  team  worked  together  to  identify 
barriers  to  resolving  audit  issues  in  a fair  and 
efficient  manner.  By  removing  the  barriers  and 
working  toward  a common  goal,  this  team  was 
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successful  in  effectively  and  efficiently  resolv- 
ing a number  of  outstanding  audit  issues. 
Through  this  process,  the  Atlanta  Branch  has 
realized  many  other  benefits  including  savings 
in  audit  resources,  improved  working  relation- 
ships among  team  members,  and  improved  ac- 
counting and  auditing  procedures  used  by  both 
Georgia  Tech  and  DCAA. 

A major  accomplishment  of  the  Mid-Atlantic 
Region’s  Columbia  Branch  Office  was  the 
successful  development  and  use  of  cycle  time 
audit  concepts.  This  office  reported  savings  of 
1 ,422  hours  for  the  last  six  months  of  1994.  For 
example,  the  process  improvements  developed 
for  the  performance  of  labor  floor  checks  and 
material  reviews  have  resulted  in  an  average 
savings  of  10  hours  per  review.  This  will  equate 
to  over  1,000  audit  hours  saved  in  1995  for  the 
more  than  100  reviews  planned.  Branch  Man- 
ager Charles  I.  S.  Hahn,  Supervisory  Audi- 
tors George  Nikolaou,  Joseph  Rubin,  Sylvan 
Rubin,  and  Marc  Zakuto,  and  auditors  Joseph 
Baron  and  David  Katz  contributed  greatly  to 
the  branch’s  success.  In  addition,  the  Columbia 
Branch  Office  held  five  contractor  training  con- 
ferences to  explain  the  benefits  of  cycle  time 
audits.  The  conferences  were  attended  by  repre- 
sentatives from  over  200  Government  contrac- 
tors. 

CONFERENCES  AND  WORKSHOPS 

DCAA  sponsored  or  participated  in  a variety 
of  conferences  and  workshops  as  part  of  our 
strategic  goal  to  improve  customer  satisfaction. 
The  Central  Region  developed  a Risk  Assess- 


ment Workshop  tailored  to  strengthen  the  De- 
fense Contract  Management  Command’s 
(DCMC)  Cost  Monitoring  Program.  This  work- 
shop addressed  detecting  and  correcting  con- 
tractors’ wasteful  or  inefficient  practices  that 
result  in  increased  indirect  contract  costs.  Focus 
was  directed  on  identifying  areas  that  may  pro- 
duce the  greatest  cost  savings  to  the  Government 
and  on  the  value  of  DCMC  and  DCAA  teaming 
together  to  plan  and  conduct  contractor  reviews. 
The  workshop  was  presented  at  more  than  10 
sites  selected  by  DCMC.  Consistently  high 
marks  were  given  for  its  effectiveness.  Super- 
visory Auditor  Larry  Moore,  was  instrumen- 
tal in  developing  this  workshop. 

The  Field  Detachment  held  customer  brief- 
ings during  1994.  These  briefings  were  attended 
by  representatives  from  various  Government 
contract,  property  management,  audit,  finance, 
terminations  and  settlements,  program  services, 
security,  and  inspector  general  groups.  In  addi- 
tion to  an  overview  of  the  Field  Detachment 
given  by  Gary  Neil,  Director,  Field  Detach- 
ment, the  briefings  included  presentations  on 
forward  pricing,  postaward  reviews,  contract 
closings,  and  other  current  issues.  These  pres- 
entations were  developed  and  given  by  Harry 
Quinn,  Jerry  Martin,  and  Bob  Plummer.  Our 
customers  left  these  briefings  with  a much  better 
understanding  of  what  the  Field  Detachment  can 
do  for  them. 

During  the  past  several  years,  the  Government 
and  private  industry  have  shared  increasing  con- 
cerns about  the  significance  of  environmental 
cleanup  costs.  Mr.  Ron  Sabado  of  the  Rainier 
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Branch  Office  in  the 
Western  Region 
seized  an  opportunity 
to  participate  in  open 
discussions  on  this 
topic.  Mr.  Sabado  be- 
came a charter  mem- 
ber of  the  Environ- 
mental Management 
Committee  (EMC)  of 
the  Washington  Society  of  Certified  Public  Ac- 
countants. He  and  other  members  have  devel- 
oped and  sponsored  a series  of  roundtable 
discussions,  covering  such  topics  as  the  environ- 
mental assessment  process,  legal  issues,  and 
cost  estimating  environmental  remediation.  The 
diversity,  high  level  of  interest,  and  expertise  of 
the  committee  members  resulted  in  a series  of 
informative  committee  and  public  meetings  de- 
signed to  share  information. 

The  Central  Region  recognized  a need  to 
communicate  the  essence  of  the  first  DCAA 
Quality  Conference  to  all  employees  and  pro- 
vide a platform  for  energizing  the  quality  proc- 
ess improvements  at  field  offices.  To  accomplish 
this,  a team  consisting  of  Cathy  Trujillo, 
Wanda  Gimnich,  Larry  Shipley,  Loretta 
Burns,  Dick  Paul,  and  Ron  Long  designed  and 
delivered  a workshop  to  highlight  the  various 
topics  from  the  conference.  The  Quality  Work- 
shop was  conducted  at  every  field  office  in  the 
Central  Region.  Field  offices  have  been  able  to 
adapt  successes  and  lessons  learned  to  address 
their  unique  needs  and  concerns. 


The  Northeastern  Region’s  New  York 
Branch  Office  organized  a workshop  for  all  of 
its  educational  institutions  and  other  not-for- 
profit  contractors.  In  all,  12  contractors  were 
represented,  as  well  as  the  Office  of  Naval 
Research  and  the  U.S.  Agency  for  International 
Development  (AID).  Presentations  were  made 
by  Branch  Manager  Harriet  Coorssen,  Su- 
pervisory Auditor  Jack  Bell,  and  auditors 
Kathy  Walsh  and  Aureo  Pinto  of  DCAA,  as 
well  as  representatives  of  Coopers  & Lybrand 
and  Columbia  University,  covering  such  topics 
as  the  requirements  of  the  Office  of  Manage- 
ment and  Budget  Circulars,  audit  planning  and 
risk  analysis,  and  improving  contractors’  in- 
curred cost  submissions.  The  response  has  been 
more  than  enthusiastic.  In  fact,  it  has  resulted  in 
additional  audit  work  from  AID  with  potentially 
more  work  to  follow. 

The  Eastern  Region’s  Special  Programs  Of- 
fice, in  conjunction  with  the  Atlanta  Branch 
Office  developed  a workshop  for  contractor 
personnel  on  preparing  a proper  and  acceptable 
proposal  and  incurred  cost  submission.  To  date, 
offices  in  the  Eastern  Region  have  given  22 
workshops  attended  by  representatives  of  423 
contractors  and  Government  procurement  per- 
sonnel. These  workshops  have  proven  to  be  a 
worthwhile  and  cost  effective  method  of  improv- 
ing the  timely  receipt  of  adequate  incurred  cost 
submissions  and  price  proposals,  as  well  as 
improving  communication  with  contractors  and 
Government  procurement  personnel. 

One  of  the  Central  Region’s  Albuquerque, 
New  Mexico  Suboffice  teams  developed  a one 
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Rudy  Ortiz,  Christine  Fritzsche,  Richard  Kovash,  Diane 
Saunderson,  and  Ernest  Martinez,  Albuquerque,  New 
Mexico  Subqffice  Team 


day  contractor  workshop  on  Government 
auditing  and  contracting.  The  workshop,  at- 
tended by  225  contractors,  focused  on  improv- 
ing the  adequacy,  quality,  and  timeliness  of 
contractors’  price  proposals  and  incurred  cost 
submissions.  As  a result,  the  number  of  ade- 
quate incurred  cost  submissions  has  increased 
by  18  percent.  The  workshop  was  repeated  at 
the  National  Conference  of  the  National  Asso- 
ciation of  Government  Marketing  Assistance 
Specialists  in  March  1995. 

PROCESS  IMPROVEMENTS 

DCAA  continues  to  look  for  ways  to  improve 
audit  and  management  processes  as  part  of  our 
strategic  goals  and  objectives.  Additionally, 
many  field  offices  have  participated  with  various 
Government  and  contractor  representatives  to 
improve  the  acquisition  of  goods  and  services. 
Our  regional  and  field  offices  demonstrated 
great  success  through  process  improvements. 

The  EDP  Expansion  Project  is  an  initiative 
which  allows  an  auditor  to  access,  process,  or 


download  data  from  a contractor’s  mainframe 
computer  system  using  special  personal  com- 
puter hardware  and  software.  The  Central  Re- 
gion has  implemented  the  Expansion  Project  at 
24  sites  cuid  used  its  techniques  in  performing 
incurred  cost  reviews,  analyzing  price  propos- 
cds,  fraud  investigations  and  many  other  types 
of  audits.  As  a result,  the  Region  was  able  to 
redirect  at  least  18  staff  years  of  audit  effort  to 
other  essential  tasks.  The  auditors  involved  are 
Joe  Muskus,  Tony  Georges,  Steve  Thorsted, 
Sally  Berndt,  Lance  Ipson,  David  Thomanek, 
Matthew  Dito,  and  Gary  LaPage. 

The  San  Jose  Branch  of  the  Field  Detach- 
ment established  a process  action  team  (PAT) 
on  computer  literacy  and  troubleshooting  to 
address  the  lack  of  readily  available  solutions 
for  its  recurring  computer  problems.  The  team 
members  were  Darlene  Cross,  Ginger  Readus, 
Joan  Scott,  Patrick  Tan,  and  Ron  Reeder.  The 
PAT  has  developed  a computer  reference  manual 
that  provides  helpful  techniques  and  various 
other  information  about  the  office’s  computer 
system.  This  manual  gives  the  staff  an  alterna- 
tive to  the  sometimes  confusing  technical  manu- 
als provided  with  the  computer.  The  PAT  is  also 
considering  developing  a workshop  to  address 
specific  computer  topics. 

The  Northeastern  Region  implemented  a new 
technique  called  "Interest  Based  Problem  Solv- 
ing," to  resolve  outstanding  audit  issues  and 
reduce  the  backlog  of  incurred  costs,  improve 
processes  and  internal  controls,  and  to  identify 
"win/win"  strategies.  The  success  of  this  tech- 
nique was  dependent  upon  DCAA  management 
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commitment,  use  of  participative  work  teams, 
audit  cycle-time  training,  multi-year  audits,  and 
frequent  meetings  to  discuss  progress.  The  re- 
sults have  far  exceeded  the  region’s  expectations. 
At  those  contractor  locations  where  this  tech- 
nique has  been  used,  the  audit  cycle  time  reduc- 
tion has  ranged  from  16  to  68  percent  and  audit 
hours  saved  has  ranged  from  5 to  34  percent. 

Brenda  Carnes,  Auditor,  in  the  Central  Re- 
gion’s Minneapolis  Branch  Office  partici- 
pated on  a team  with  members  from  the  Defense 
Contract  Management  Area  Operations 
(DCMAO)  and  a defense  contractor  to  improve 
the  process  for  establishing  forward  pricing 
rates.  The  team  successfully  developed  methods 
and  strategies  to  reduce  the  audit  cycle  time  by 
50  percent.  The  team  was  honored  at  the 
contractor’s  annual  Quality  Symposium  in  No- 
vember 1994,  and  was  selected  to  receive  the 
contractor’s  President’s  Quality  Award.  The 
award  recognizes  teams  that  best  exemplify 
excellent  customer  and  supplier  relationships, 
continuous  process  improvements,  and  positive 
results  based  on  total  quality  practices. 

In  1993,  a contractor’s  division  in  the  Central 
Region  formed  the  Labor  Collection/Distribu- 
tion Quality  Excellence  Team  which  included 
Steven  Morrison  an  auditor  in  the  Salt  Lake 
Valley  Branch  Office.  The  team  received  rec- 
ognition at  the  contractor’s  Team  Recognition 
Day  in  October  1994  because  of  significant 
accomplishments  achieved  in  its  review  of  the 
Time-Entry  System.  Estimated  annual  cost 
avoidance  for  all  the  contractor’s  divisions  re- 


sulting from  the  team’s  review  amounted  to  $2.8 
million. 

The  Lockheed  Aeronautical  Systems  Com- 
pany Resident  Office  in  the  Eastern  Region 
participated  on  a process  action  team  to  study 
the  forward  pricing  rate  proposal  preparation 
process.  Other  members  of  the  PAT  included 
personnel  from  the  local  contractor  and  the 
Defense  Plant  Representative  Office  (DPRO). 
The  team  developed  a procedure  for  improving 
the  monitoring  and  updating  of  forward  pricing 
direct  labor  rates.  As  a result  of  the  team’s  effort, 
there  is  improved  communication  between  all 
parties  and  a better  understanding  of  the  overall 
process.  It  is  expected  that  audit  cycle  time  will 
be  reduced  in  future  forward  pricing  rate  audits 

The  Western  Re- 
gion’s Pacific  Branch 
Office  is  assuring  cus- 
tomer satisfaction 
through  the  implemen- 
tation of  Total  Quality 
Management  (TQM) 
techniques.  The  office 
focused  its  efforts  on 
improving  the  ade- 
quacy of  contractor 
proposals,  informing  customers  on  the  full 
range  of  DCAA  audit  services,  increasing  com- 
munication among  DCAA,  the  contracting  offi- 
cer and  the  contractor,  and  improving  the 
acceptance  of  audit  findings.  The  office  obtained 
an  outlook  of  the  customer’s  acquisition  plan 
and  time-phased  its  audit  plan  to  improve  audit 


and  negotiations. 
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cycle  time.  The  office  also  conducted  workshops 
at  customer  staff  conferences  to  discuss  ways  to 
improve  the  audit  services  DCAA  provides.  The 
Pacific  Branch  and  its  customers  are  jointly 
educating  the  contractor  community  on  improv- 
ing the  adequacy  of  forward  pricing  proposals. 
These  actions  have  resulted  in  greater  customer 
satisfaction,  improved  communication,  and  a 
more  efficient  and  effective  use  of  resources. 

The  Financial  Management  Division  of  the 
Northeastern  Region,  in  conjunction  with  in- 
put from  Agency  components,  developed  a 
document  number  cost  system  that  promotes 
greater  utilization  of  the  financial  data  contained 
in  the  DFAS  Defense  Business  Management 
System  (DBMS).  This  system  has  not  only 
enhanced  the  region’s  budget  formulation  capa- 
bility, but  also  its  ability  to  monitor  and  track 
expenditures  by  major  categories.  During  aus- 
tere fiscal  times  when  cuts  and  reductions  need 
to  be  made,  this  document  number  system  can 
prove  to  be  very  beneficial. 

As  the  examples  above  illustrate,  DCAA  has 
made  significant  progress  toward  our  strategic 
goals.  We  continuously  strive  to  attain  the  high- 
est level  of  professional  competence  through 
continuous  improvements  in  the  management 
and  performance  of  audits  and  services.  Below 
are  some  examples  of  the  quality  audits  we 
performed  during  this  past  year. 

FORWARD  PRICING  PROPOSALS 

An  audit  performed  by  the  pictured  auditors 
at  a resident  office  in  the  Mid-Atlantic  Region 


of  a $112  million  proposal  for  AN/AQC-68 
Attack  Radar  System  for  the  F-16  fighter 
resulted  in  savings  of  $15.1  million.  The  audit 


Back  Row:  Steven  Miller,  Supervisory  Auditor,  Middle 
Row:  Gordon  V^glein,  Carol  Vogler,  Angela  Miller,  Front 
Row:  Swati  Rao,  Lead  Auditor 


fmdings  related  to  a review  of  rates,  incorpora- 
tion of  actual  costs  from  prior  productions,  and 
development  of  a variety  of  estimating  factors 
based  on  experience.  The  customer,  Wright 
Patterson  Air  Force  Base,  was  highly  compli- 
mentary of  the  work  performed  by  the  auditors 
and  their  assistance  at  negotiations. 

An  audit  performed  at  a resident  office  in  the 
Eastern  Region  of  a $10.7  million  proposal  for 
process  improvement  tooling  for  a global  fighter 
engine  resulted  in  savings  to  the  Government  of 
the  entire  $10.7  million.  The  auditor,  Mr.  Guy 
F.  Brackett,  concluded  that  the  entire  proposal 
for  the  tooling  was  not  warranted  after  reviewing 
the  engine  cost  history  trends  and  using  infor- 
mation that  was  acquired  through  previous 
audits. 

Auditors  Carol  Voss,  Richard  Crosby,  Eric 
Sanders,  Elaine  Burkman,  and  Resident 
Auditor  Roy  Gustavson,  of  the  Northeastern 
Region  were  recognized  for  an  audit  of  a $1.7 
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billion  proposal  which  resulted  in  savings  of 
$236  million.  During  the  evaluation  of  a multi- 
year combustion  engine  proposal,  the  auditors 
questioned  material,  labor,  and  overhead  costs. 
The  DCAA  audit  analyses  were  used  by  the 
customer  in  developing  the  Government’s  nego- 
tiation position. 

An  audit  performed  for  the  Department  of 
Energy  (DOE)  of  a contractor’s  $237  million 
proposal  resulted  in  savings  to  the  Government 
of  $77  million.  The  auditor,  Richard  G. 
Beeman,  of  the  Central  Region’s  Salt  Lake 
Valley  Branch  Office  determined  that  the  con- 
tractor duplicated  costs  for  various  levels  of 
waste  disposal  and  overestimated  special  han- 
dling, waste  fees,  and  indirect  costs.  His  inter- 
face throughout  the  audit  and  negotiation  with 
DOE  was  essential  in  sustaining  the  audit  re- 
sults. 

An  audit  of  a $405  million  proposal  for  Patriot 
missiles,  radar  sets,  launching  stations,  and  re- 
lated equipment  resulted  in  savings  of  $91.4 
million  to  the  Government.  This  audit  was  per- 
formed by  a large  resident  office  in  the  Eastern 
Region.  The  auditor,  Billy  J.  Salazar,  discov- 
ered that  the  contractor  foiled  to  consider  quan- 
tity discounts  in  its  proposed  material  costs,  or 
had  already  purchased  some  of  the  material  at 
costs  lower  than  proposed. 

An  audit  of  a $576  million  proposal  performed 
by  the  pictured  auditors  at  a resident  office  in 
the  Central  Region  resulted  in  savings  to  the 
Government  of  $302  million.  The  audit  team 
disclosed  that  the  proposal  contained  significant 


Back  Row:  David  L.  Dodson,  John  C.  Roberts,  Michael 
L.  Nguyen,  Ronald  P Wigler  Front  Row:  Jackie  R. 
Fulton,  Sharon  M.  Kelley,  Floyd H.  Berchenbriter,  Thomas 
J.  Flynn 

costs  for  manufacturing  support  and  tooling 
which  were  included  in  contracts  previously 
negotiated  with  the  contractor,  or  for  tasks 
which  the  Government  did  not  need.  The  audit 
team  also  demonstrated  that  the  contractor’s 
historical  data  used  to  estimate  labor  hours  was 
not  representative.  The  auditors  worked  closely 
throughout  the  audit  with  the  Air  Force  Procure- 
ment Contracting  Office,  Administrative  Con- 
tracting Office,  and  the  Defense  Plant 
Representative  Office. 

INCURRED  COSTS 

The  Central  Region’s  Chicago  Branch  Of- 
fice audit  of  a university’s  fiscal  year  1991  and 
1992  predetermined  indirect  cost  rates  resulted 
in  savings  to  the  Government  of  $4.3  million. 
The  audit  disclosed  that  the  university  had  in- 
cluded unallowable  costs  in  its  claim,  and  had 
used  inappropriate  cost  allocation  methods.  The 
auditor.  Jack  Kucker,  provided  valuable  assis- 
tance to  the  Office  of  Naval  Research  during 
negotiations  of  the  final  rates. 
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An  audit  of  a contractor’s  final  indirect  cost 
submission  resulted  in  savings  to  the  Govern- 
ment of  $4  million.  The  lead  auditor,  Carlos 
Leon  of  the  Eastern  Region,  took  exception  to 
a number  of  cost  areas,  including  reconciliation 
differences  between  payroll  paid  and  labor  dis- 
tributed, and  unallowable  engineering  costs.  In 
addition,  the  contractor  expensed  costs  that 
should  have  been  capitalized,  including  engi- 
neering costs,  consultant  costs,  and  plant  rear- 
rangement costs. 

An  audit  of  a contractor’s  excess  inventory 
resulted  in  savings  to  the  Government  of  $3.7 
million.  This  audit  was  performed  at  a resident 
office  in  the  Mid- Atlantic  Region.  The  contrac- 
tor, with  DCAA  participation,  performed  a 
comprehensive  physical  inventory  of  contract 
material  as  part  of  its  self-governance  effort. 
The  contractor  identified  $21.3  million  of  ob- 
solete material  and  usable  excess  material.  By 
analyzing  the  contractor’s  inventory  model.  Re- 
gional Audit  Manager  Joe  DiCroce,  Resident 
Auditor  Herman  Eisen,  Supervisory  Auditor 
Jane  Shelton,  and  auditors  Carlos  Mocella, 
and  Dorothy  Molloy,  worked  as  a team  with 
Defense  Plant  Representative  Office  (DPRO) 
engineers  and  identified  additional  obsolete  and 
usable  excess  material,  and  associated  inventory 
carry  costs.  The  contractor  agreed  to  use  the 
total  excess  usable  material  on  a follow-on  pro- 
duction thereby  avoiding  additional  material 
purchases.  The  close  cooperation  between 
DCAA  and  the  DPRO  greatly  enhanced  the 
quality  of  this  audit. 


OPERATIONS  AUDITS 

Auditor  Lena  Mahoney  and  Supervisory 
Auditor  James  Colli  of  the  Northeastern  Re- 
gion audited  a contractor’s  employee  health 
benefits  plan  that  resulted  in  annual  cost  avoid- 
ance to  the  Government  of  $4  million.  The  audit 
approach  included  an  analysis  of  historical  and 
forecasted  costs,  a review  of  current  cost  con- 
tainment techniques,  and  a comparative  analysis 
of  cost  and  benefit  information  for  similar  firms 
in  the  industry.  The  auditors  concluded  that 
required  employee  contributions  and  deductible 
amounts  were  below  industry  averages,  and 
recommended  that  the  contractor  attempt  to 
increase  both  of  these  during  its  upcoming  union 
agreement  negotiations.  The  contractor  was  able 
to  negotiate  an  increase. 

In  FY  1994,  the 
Western  Region  estab- 
lished an  Operations 
Audit  Team  with  an 
objective  to  dedicate 
10  staff  years  to  iden- 
tify cost  avoidance  op- 

ZeimidaPangiUnan  portunities  on  major 

Chief,  Operaiions  Audit  Government  programs. 

Division,  Vkstern  Region  The  region  surpassed 

its  Staff  year  goals  and 
completed  57  reviews  with  reported  cost  avoid- 
ance totaling  $58.7  million.  In  addition,  con- 
tractors had  taken  action  on  prior  operations 
audit  recommendations  resulting  in  cost  savings 
totalling  $55.8  million.  Two  of  the  major  cost 
avoidance  issues  concerned  labor  utilization  at 
two  major  contractor  locations. 
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Auditors  Ronald  D.  Toops  and  Timothy  M. 
Minzer  of  the  Central  Region’s  Operations 
Audit  Team  performed  an  audit  of  a contrac- 
tor’s labor  utilization  which  resulted  in  cost 
avoidance  of  $3.8  million.  The  audit  revealed 
that  many  contractor  employees  were  leaving 
work  early.  The  auditors  recommended  that  the 
contractor  establish  tighter  controls  over  em- 
ployee activities.  A followup  review,  performed 
jointly  with  the  contractor,  indicated  that  the 
number  of  employees  working  until  the  official 
quitting  time  had  more  than  doubled. 

POSTAWARD  AUDITS 

One  of  the  resident  audit  offices  in  the  Mid- 
Atlantic  Region  performed  a postaward  audit  of 
a fixed-price-incentive  contract  that  resulted  in 
savings  to  the  Government  of  $2.2  million. 
During  the  audit  of  this  major  weapons  system 
production  contract,  the  auditor  identified  inac- 
curate and  noncurrent  cost  or  pricing  data  re- 
lated to  purchased  material.  Auditor  Mae 
Hiscox  also  disclosed  errors  in  the  contractor’s 
calculation  of  certified  costs.  The  high  susten- 
tion of  the  recommended  price  adjustment  was 
due  in  part  to  the  quality  of  the  working  papers 
and  the  auditor’s  good  working  relationship  with 
the  administrative  and  procurement  contracting 
officers. 

A postaward  audit  performed  by  the  Field 
Detachment  disclosed  contractor  defective 
pricing  in  material  costs,  duplication  of  fee  on 
a subcontract,  and  overstatement  of  subcontract 
repair  and  maintenance  costs.  The  auditor  at- 
tended the  negotiations  with  the  contractor  and 


assisted  the  procurement  contracting  officer  in 
successfully  negotiating  a contract  price  adjust- 
ment of  $10.4  million  and  savings  of  $1.6 
mDlion  of  target  fee  and  interest  to  the  Govern- 
ment. 

The  Salt  Lake  Valley  Branch  Office  in  the 
Central  Region  performed  a postaward  audit  of 
a subcontractor’s  cost-plus-incentive  fee  pro- 
posal that  resulted  in  savings  to  the  Government 
of  $3.3  million.  The  audit  disclosed  that  the 
subcontractor  defectively  priced  forward  pric- 
ing overhead  rates  and  composite  materials.  The 
administrative  contracting  officer  provided  the 
auditor,  Jessie  C.  Ridley,  with  a letter  of  com- 
mendation in  recognition  of  quality  audit  sup- 
port. 

CONTRACT  TERMINATIONS  AND 
EQUITABLE  ADJUSTMENTS 

An  audit  of  a contractor’s  $3.3  million  equita- 
ble adjustment  and  related  $840,000  partial 
termination  proposal  resulted  in  combined  Gov- 
ernment savings  of  $1.8  million.  The  auditor, 
Howard  Salita,  Chicago  Branch  Office,  Cen- 
tral Region,  used  improvement  curve  estima- 
tion procedures  which  enabled  him  to  identify 
average  hours  per  unit  under  both  the  original 
and  changed  conditions  for  each  product  manu- 
factured and  for  each  major  operation.  Mr. 
Salita  assisted  the  termination  contracting  offi- 
cer in  negotiations  and  participated  in  the  Con- 
tract Management  Review  Board  which 
approved  the  final  settlement. 
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An  audit  of  a contrac- 
tor’s $14.9  million 
claim,  docketed  at  the 
Armed  Services  Board 
of  Contract  Appeals, 
resulted  in  $11.4  mil- 
lion in  savings  to  the 
Government.  The  audit 
was  performed  by 
John  Smith,  Balti- 
more Branch  Office,  Mid- Atlantic  Region. 
The  contractor  asserted  that  the  Government 
provided  a defective  Technical  Data  Package  and 
submitted  a claim  for  extra  hours  due  to  the  loss 
of  learning,  extra  costs  for  work  in  a later 
period,  unabsorbed  overhead,  added  program 
support,  and  production  implementation.  The 
audit  disclosed  that  the  contractor  did  not  use 
appropriate  data  and  that  contract  losses  were 
attributed  to  the  contractor’s  aggressive  bidding 
practices.  Additionally,  the  audit  disclosed  that 
records  were  destroyed  and  the  contractor  could 
not  provide  data  to  support  most  of  its  allega- 
tions. 

An  audit  of  a contract  termination  performed 
by  one  of  our  Field  Detachment  Offices  re- 
sulted in  net  savings  of  $146.3  million.  The 
auditor  proved  to  the  termination  contracting 
officer  that  the  contractor’s  proposed  profit  and 
loss  factor  was  understated  and  the  actual  work 
accomplished  at  the  time  of  termination  was 
overstated.  The  auditor  attended  the  negotia- 
tions and  assisted  the  termination  contracting 
officer  in  negotiating  the  settlement. 


Since  1993,  the  Central  Region  has  acted  as 
liaison  for  audit  activity  related  to  the  termina- 
tion of  the  Superconducting  Super  Collider.  In 
this  role,  the  Region  has  assisted  the  Department 
of  Energy  (DOE)  by  providing  training  on  ter- 
minations to  both  DOE  and  its  prime  contractor, 
participating  in  monthly  termination  status 
meetings,  assisting  development  of  DCAA  audit 
effort  projections  for  DOE  reimbursable  bill- 
ings, and  acting  as  liaison  between  DCAA  field 
audit  offices,  DOE,  and  the  prime  contractor. 
Since  March  1994,  the  Central  Region  has 
requested  90  subcontract  audits  from  32  field 
audit  offices. 

At  the  request  of  the  Department  of  Energy 
(DOE),  a Central  Region  audit  team  was 
formed  to  conduct  reviews  of  claims  for  reim- 
bursement for  remediation  costs.  The  claims 
were  submitted  by  13  uranium/thorium  pro- 
ducer licensees  under  Title  X of  the  Energy 
Policy  Act  of  1992.  The  audit  team  was  com- 
prised of  Timothy  Carr,  Jerry  McAfee,  Keith 
Cullum,  JoAnn  Fall,  Laura  Herman,  and 
Roger  Seymour.  The  audits  were  conducted  in 
Colorado,  New  Mexico,  Oklahoma,  Tennessee, 
Washington,  and  Wyoming.  Approximately 
$288  million  was  reviewed  for  claims  from  1975 
through  1993.  Questioned  costs  were  mainly 
attributable  to  inadequate  documentation,  im- 
proper allocations  or  calculations,  and  capital 
asset  depreciation  costs.  Potential  savings  of 
$1.9  million  have  resulted  from  these  reviews. 

A request  for  audit  on  an  equitable  adjustment 
proposal  in  the  amount  of  $24  million  was 
performed  by  Robert  Gawlinski,  Southern 
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John  Smith 

Baltimore  Branch  Office 
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New  Jersey  Branch 
Office,  Mid-Atlantic 
Region.  This  review 
was  requested  by  the 
U.S.  Army  Corps  of 
Engineers.  This  audit 
resulted  in  savings  to 
the  Government  of  $ 19 
million.  As  a result  of 
this  effort,  the  U.S. 
Army  Corps  of  Engi- 
neers, on  behalf  of  the  Environmental  Protec- 
tion Agency,  requested  our  audit  services  at 
three  New  Jersey  Superfund  sites.  The  Southern 
New  Jersey  Branch  was  designated  as  the  single 
coordinating  Agency  point  of  contact  for  audit 
services  required  on  these  Superfund  projects. 
In  addition,  the  negotiation  of  the  Superfund 
claims  in  fiscal  year  1994  has  resulted  in  savings 
of  $3  million.  The  auditor  received  a letter  of 
appreciation  for  his  efforts  from  the  U.S.  Army 
Corps  of  Engineers. 

COST  ACCOUNTING  STANDARDS 

An  audit  of  a contractor’s  home  office  alloca- 
tion of  net  book  values  for  inclusion  in  Cost 
Accounting  Standard  414  Cost  of  Money  sub- 
missions resulted  in  savings  to  the  Government 
of  $30  million.  The  audit  was  performed  at  a 
resident  office  in  the  Mid- Atlantic  Region.  The 


auditor  questioned  the  entire  allocation  because 
the  costs  were  not  in  compliance  with  CAS  414. 

INVESTIGATIVE  SUPPORT 

During  1994  the  Central  Region  Investigative 
Support  Team  provided  support  in  several  fed- 
eral investigations  which  resulted  in  53 
indictments,  21  convictions,  and  recoveries  in 
excess  of  $133  million.  The  team  participated 
in  investigations  involving  health  care  facilities 
and  providers.  Government  contractors,  and 
other  private  industry  companies.  Prosecutions 
and  civil  recoveries  have  been  successful  in 
cases  involving  kickbacks,  bribery,  false  claims, 
false  bonds,  and  money-laundering. 

The  Northeastern  Region  provided  audit 
services  to  the  Department  of  Justice  (DOJ)  for 
an  investigation  of  a contractor’s  alleged  over- 
billing to  the  Government.  As  a result,  the 


Ron  Fuccillo,  Dave  Burrell,  Sue  Spiegal 
Northeastern  Regional  Investigations  Support 


Robert  Gawlinski 
Southern  New  Jersey 
Branch  Office 


"DCAA's  auditors  and  administrative  support  staff  con- 
tinue to  provide  the  federal  acquisition  community  with 
timely  and  responsive  audits  and  other  financial  services. " 
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Government  reached  a settlement  with  the  con- 
tractor that  netted  $150  million,  the  largest 
single  company  recovery  of  this  kind  to  date  by 
the  Department  of  Justice.  The  support  and 
commitment  of  auditors  Ron  Fuccillo,  Sue 
Spiegel,  and  Dave  Burrell  was  the  single  most 
important  element  in  the  success  of  this  case. 
Their  efforts  for  the  extraordinary  audit  services 
were  recognized  by  the  Northeastern  Regional 


Director,  Frank  Summers,  and  the  Director, 
William  Reed,  and  has  also  earned  them  dis- 
tinction within  the  Department  of  Justice. 

As  evidenced  by  the  above  examples,  DCAA’s 
auditors  and  administrative  support  staff  con- 
tinue to  provide  the  federal  acquisition  commu- 
nity with  timely  and  responsive  audits  and  other 
financial  services. 
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AUDIT  SERVICES 


The  Department  of  Defense  (DoD)  annually 
spends  a large  sum  of  public  money  for  procure- 
ment of  weapon  systems,  supplies  and  services. 
To  ensure  that  these  public  funds  are  used  in  an 
efficient  and  economical  manner,  the  majority 
of  these  expenditures  are  audited  before  a formal 
contract  is  issued.  Depending  on  the  type  of 
contract  used  in  the  procurement,  the  costs  may 
also  be  audited  during  and  after  contract  per- 
formance. 

Before  1965,  each  military  department  had  its 
own  internal  audit  and  contract  audit  functions. 
Companies  doing  business  with  the  various 
military  departments  often  found  themselves 
dealing  with  two  or  more  audit  organizations. 
Audit  functions  were  often  duplicated  and  issues 
were  sometimes  resolved  in  different  ways  by 
the  various  audit  organizations. 

To  correct  these  deficiencies  and  reduce  the 
costs  associated  with  contract  auditing,  DCAA 
was  established  in  July  1965  for  the  purpose  of 
performing  all  necessary  contract  auditing 
within  DoD.  DCAA  provides  accounting  and 
financial  advisory  services  regarding  contracts 
and  subcontracts  to  all  DoD  components  re- 
sponsible for  procurement  and  contract  admini- 
stration. 


DCAA  provides  necessary  contract  audit  serv- 
ices during  the  entire  life  cycle  of  a Government 
contract.  This  life  cycle  consists  of  a procure- 
ment phase,  administration  phase,  and  a 
closeout  phase.  Although  DCAA  provides  con- 
tract audit  services  to  other  Government  agen- 
cies, the  majority  of  our  audit  work  is  for  DoD. 
Following  are  descriptions  of  the  various  types 
of  contract  audit  and  financial  services  provided 
by  DCAA  during  each  phase  of  a Government 
contract.  Almost  every  DCAA  office  is  involved 
in  these  types  of  audit  activities. 

PROCUREMENT  PHASE 

The  Federal  Government  is  the  largest  single 
buyer  of  supplies  and  services  in  the  United 
States,  and  DoD  represents  a significant  portion 
of  these  purchases.  Many  of  the  supplies  and 
services  purchased  by  DoD  are  unique  and  not 
available  on  the  open  market.  When  there  is 
only  one  supplier  (sole  source),  or  a limited 
number  of  suppliers  to  provide  the  goods  and 
services  needed,  the  Government  will  negotiate 
a price  with  one  of  them.  When  purchasing 
goods  and  services  that  are  not  available  on  the 
open  market.  Government  contracting  officers 
will  frequently  negotiate  the  prices  using  de- 
tailed cost  proposals  submitted  by  potential  con- 
tractors. 
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Some  of  the  associated  audit  services  that  may 
be  performed  by  DCA  A during  the  procurement 
process  include  assessing  the  adequacy  of  a 
contractor’s  accounting  system  to  accumulate 
the  cost  information  required  by  the  contract, 
assessing  a contractor’s  financial  capability  to 
perform  a prospective  contract,  evaluating  a 
contractor’s  price  proposal,  and  evaluating  a 
contractor’s  estimating  system. 

Government  contracting  officers  frequently 
ask  DCAA  to  perform  a price  proposal  evalu- 
ation before  negotiating  to  purchase  goods  and 
services.  This  is  usually  a request  to  perform  a 
complete  examination  of  the  contractor’s  cost 
estimate  to  perform  the  anticipated  contract. 
The  auditor  will  evaluate  the  estimating  meth- 
odologies used,  as  well  as  verify  the  proposal  to 
supporting  data,  such  as  accounting  and  payroll 
records,  vendor  quotes,  budgetary  data,  and 
economic  forecasts.  The  resulting  audit  report 
is  used  by  the  contracting  officer  in  negotiating 
the  price  of  the  contract. 

At  many  contractor  locations,  DCAA  performs 
comprehensive  audits  of  the  contractor’s  es- 
timating system.  These  audits  focus  on  the 
contractor’s  methods  and  procedures  used  to 
estimate  the  costs  on  anticipated  contracts  and 
help  determine  the  reliability  of  these  estimates. 
DCAA  immediately  notifies  the  contracting  of- 
ficer of  all  estimating  deficiencies  found  during 
the  review  of  a contractor’s  estimating  system. 
These  audits  help  the  Government  identify  areas 
of  the  contractor’s  estimating  system  that  may 
require  special  emphasis  when  reviewing  the 


contractor’s  cost  estimates  for  prospective  con- 
tracts. 

ADMINISTRATION  PHASE 

During  the  administration  phase,  the  contrac- 
tor performs  the  work  required  by  the  contract 
and  the  contract  is  administered  by  the  Govern- 
ment. There  are  several  activities  during  this 
phase  that  may  require  audit  support.  Audits 
may  be  performed  on  the  contractor’s  cost  in- 
curred during  the  performance  of  the  contract, 
including  overhead  costs,  direct  labor  and  ma- 
terial costs,  and  other  direct  costs.  DCAA  may 
also  review  a contractor’s  operations  to  deter- 
mine if  the  contracts  are  being  performed  in  a 
efficient,  effective  and  economical  manner.  If 
the  contract  requirements  are  modified  during 
performance,  contractor  change  orders  and  con- 
tract modification  proposals  may  require  audit 
support. 

During  contract  performance  a contractor  may 
receive  interim  payments  based  on  the  amount 
of  work  completed  and  costs  incurred.  DCAA 
is  often  requested  to  review  the  contractor’s 
billing  rates  used  in  interim  payment  requests  as 
well  as  some  of  the  interim  payments.  During 
the  life  of  the  contract,  the  contractor  may 
change  its  cost  accounting  practices.  This  action 
could  have  a material  impact  on  the  contract 
costs.  DCAA  will  normally  be  requested  to 
review  the  contractor’s  accounting  change  and 
its  impact  on  the  contracts  being  performed  by 
the  contractor. 
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Many  contracts  of  DoD  and  other  agencies 
require  audits  of  costs  incurred  and  billed  to  the 
Government.  Incurred  cost  audits  are  reviews 
of  actual  costs  charged  to  Government  contracts. 
DCAA’s  primary  objective  is  to  examine  the 
contractor’s  incurred  costs  to  determine  if  the 
costs  are  reasonable,  allocable  to  the  contract, 
and  not  prohibited  by  the  contract,  by  statute  or 
regulation,  or  by  previous  agreement  with,  or 
decision  of,  the  contracting  officer. 

Material  and  labor  costs  often  are  the  most 
significant  elements  of  a contractor’s  incurred 
costs.  Because  of  this,  DCAA  often  performs 
comprehensive  material  aud  labor  cost  audits. 

DCAA  performs  audits  of  the  contractor’s  poli- 
cies and  procedures  relating  to  direct  material 
costs  to  determine  if  these  policies  and  proce- 
dures are  well  defined,  reasonable  in  concept, 
and  effectively  implemented.  Inadequate  poli- 
cies and  procedures  can  result  in  improper 
material  costs  charged  to  Government  contracts. 

DCAA  performs  continuous  reviews  of  the 
contractor’s  labor  management  and  labor  ac- 
counting policies,  procedures,  and  organiza- 
tional responsibilities  to  determine  that  they 
ensure  timely  and  accurate  recording,  distribu- 
tion, assignment  and  payment  of  labor  costs. 
Inadequate  policies,  procedures,  practices  and 
organizational  responsibilities  can  result  in  im- 
proper labor  costs  charged  to  Government  con- 
tracts. 

DCAA  operations  audits  are  reviews  of  a 
contractor’s  systems,  operations  and  functions 
to  evaluate  the  reasonableness  of  the  methods 


and  practices  used  in  performing  Government 
contracts,  and  the  efficiency,  effectiveness,  and 
economy  of  the  contractor’s  operations.  DCAA 
reviews  those  cireas  of  a contractor’s  operations 
where  the  Government  has  a significant  interest 
and  the  contractor’s  operations  appear  ineffi- 
cient, ineffective  or  wasteful.  Inefficient, 
ineffective  and  wasteful  practices  will  unneces- 
sarily increase  the  Government’s  contract  costs. 

In  the  case  of  fixed  price  contracts,  the  con- 
tractor can  request  to  receive  interim  payments 
through  the  use  of  progress  payments.  Progress 
payments  are  a form  of  Government-furnished, 
interest-free  financing  applicable  to  undelivered 
contract  items.  DCAA  performs  audits  of  pro- 
gress paymeuts  to  determine  whether  the  pro- 
gress payment  request  has  been  computed  in 
accordance  with  contract  terms  and  is  consid- 
ered acceptable  for  payment.  DCAA  also  per- 
forms audits  of  contractor’s  provisional  or 
interim  billing  rates  used  for  obtaining  reim- 
bursement through  progress  payment  requests 
and  through  cost-type  contract  billings. 

DCAA  also  reviews  a contractor’s  compli- 
ance with  the  Cost  Accounting  Standards 
(CAS).  The  Cost  Accounting  Standards  Board 
(CASB)  was  created  by  Congress  to  develop 
accounting  standards  to  be  followed  by  compa- 
nies doing  business  with  the  Government.  It  was 
authorized  to  establish  cost  accounting  stand- 
ards designed  to  achieve  uniformity  and  consis- 
tency in  the  cost  accounting  principles  followed 
by  defense  contractors.  It  also  established  regu- 
lations that  require  defense  contractors  to  dis- 
close in  writing  their  cost  accounting  practices. 
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to  follow  the  disclosed  practices  consistently  and 
to  comply  with  promulgated  Cost  Accounting 
Standards.  Public  Law  91-379  provided  that  the 
rules,  regulations,  and  standards  issued  by  the 
CASE  are  binding  on  all  relevant  Federal  agen- 
cies and  defense  contractors. 

To  verify  compliance  with  CAS,  DCAA  evalu- 
ates a contractor’s  disclosed  accounting  prac- 
tices and  performs  audits  of  proposed  price 
adjustments  to  Government  contracts  which  re- 
sult from  a contractor’s  failure  to  comply  with 
existing  standards,  changes  in  a contractor’s 
accounting  practices,  or  application  of  new  cost 
accounting  standards. 

CLOSEOUT  PHASE 

On  certain  contracts,  the  Government  with- 
holds a portion  of  the  contractor’s  fee  subject  to 
a final  audit  of  the  contract  costs.  Once  a 
cost-reimbursement  or  fixed-price-incentive 
contract  is  completed,  the  contractor  must  sub- 
mit a completion  voucher  for  the  balance  of 
allowable  costs  and  that  part  of  the  contract  fee 
not  previously  paid.  DCAA  reviews  the  comple- 
tion voucher  and  issues  a contract  audit  closing 
statement.  When  DCAA  conducts  its  final  audit 
of  an  individual  contract,  it  incorporates  the 
results  of  its  annual  incurred  cost  audits,  func- 
tional and  comprehensive  audits  of  material  and 
labor  costs,  internal  control  audits,  CAS  com- 
pliance audits,  and  cost  impact  proposal  audits. 

OTHER  AUDIT  ACTIONS 

Certain  types  of  DCAA  audit  services  do  not 
fit  into  any  specific  contract  phase.  Postaward 


audits  (also  known  as  defective  pricing  audits) 
are  one  of  these.  Section  2306a  of  Title  10, 
U.S.C.,  or  the  "Truth  in  Negotiations  Act", 
requires  that  contractors  provide  accurate,  com- 
plete, and  current  cost  or  pricing  data  when 
negotiating  contracts  with  the  Government.  It 
also  provides  the  Government  with  a price  re- 
duction remedy  if  a contractor  fails  to  comply. 
The  purpose  of  the  Act  is  to  put  the  Government 
on  equal  footing  with  contractors  when  negoti- 
ating noncompetitive  or  sole-source  contracts. 
DCAA  performs  postaward  audits  on  contracts 
to  determine  if  the  negotiated  contract  price  was 
increased  by  a significant  amount  because  the 
contractor  did  not  submit  or  disclose  accurate, 
complete,  and  current  cost  information  to  the 
Government. 

Another  DCAA  audit  service  involves  con- 
tract termination  claims.  A contract  may  be 
terminated  prior  to  completion  at  the  conven- 
ience of  the  Government  or  because  of  default 
by  the  contractor.  As  part  of  the  termination 
process,  the  contractor  will  submit  a settlement 
proposal  for  reimbursement  of  the  preparations 
made  and  the  work  done  under  the  terminated 
portions  of  the  contract.  The  Government’s  ter- 
mination contracting  officer  may  ask  DCAA  to 
review  the  termination  proposal. 

Contractors  may  submit  claims  for  an  equita- 
ble adjustment  of  contract  price  due  to  alleged 
abnormal  conditions  encountered  during  con- 
tract performance,  or  under  the  extraordinary 
provisions  of  50  U.S.C.  1431-1435.  Claims  due 
to  abnormal  conditions  may  have  resulted  from 
production  delays  experienced  due  to  late 
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delivery  of  or  defects  in  Government  furnished 
materials,  equipment,  or  plans.  Claims  for  ex- 
traordinary relief  may  result  as  the  Government 
enters  into,  amends,  or  modifies  contracts,  with- 
out regard  to  other  laws  related  to  making, 
performing,  amending,  or  modifying  contracts, 
whenever  such  action  would  facilitate  the  na- 
tional defense.  Government  contracting  officers 
generally  request  DCAA  to  audit  contractor 
claims  for  equitable  contract  price  adjustments. 

DCAA  frequently  is  asked  to  comment  on  a 
contractor’s  financial  condition  and  ability  to 
finance  its  operations.  DCAA  will  also  be  asked 
to  evaluate  contractors’  claims  for  special 
advances  or  financing,  or  to  review  the  accuracy 
of  financial  reports  submitted  to  the  Government 
under  various  contract  terms. 

DCAA  participates  in  contract  claim  pro- 
ceedings. DCAA  assists  the  Government  trial 
attorney  in  developing,  analyzing,  and  present- 
ing the  Government’s  position  before  the  Armed 
Services  and  other  Government  Boards  of  Con- 
tract Appeals  and  the  Court  of  Claims  when 
disputes  involve  contract  costing  issues.  DCAA 
auditors  are  frequently  called  upon  to  testify  as 
factual  and/or  expert  witnesses. 

In  furtherance  of  DCAA’s  goal  to  provide  the 
best  service  possible  to  its  acquisition  custom- 
ers, DCAA  has  improved  the  effectiveness  of  its 
Procurement  Liaison  Auditor  (PLA)  program. 


PL  As  have  been  positioned  at  the  major  DoD 
buying  activities  and  are  proactive  in  resolving 
outstanding  audit/acquisition  issues.  A strong 
relationship  between  DCAA  and  our  customers 
ensures  a better  understanding  of  customer 
needs  and  facilitates  DCAA’s  ability  to  meet 
these  needs  with  audit  services  that  are  respon- 
sive, timely,  and  of  high  quality. 

Since  its  inception,  DCAA  has  provided  con- 
tinuous contract  audit  support  to  various  non- 
DoD  agencies.  Approximately  33  non-DoD 
agencies  use  DCAA  services,  including  NASA, 
Department  of  Energy,  Environmental  Protec- 
tion Agency,  Department  of  Transportation,  De- 
partment of  Health  and  Human  Services,  and 
Department  of  the  Interior. 

DCAA  also  is  involved  in  the  audit  of  contrac- 
tors’ forward  pricing  rate  agreements 
(FPRAs).  An  FPRA  is  a written  agreement 
between  a contractor  and  the  Government  re- 
garding certain  rates  and  factors  to  be  used 
during  a specified  period  for  estimating  the  cost 
of  contracts  or  contract  modifications.  Such 
rates  and  factors  represent  reasonable  projec- 
tions of  specific  costs  that  are  not  easily  esti- 
mated for,  identified  with,  or  generated  by,  a 
specific  contract  or  task.  DCAA  performs  re- 
views of  FPRA  submissions  and  periodically 
reviews  such  established  rates  to  assure  that  they 
are  reasonably  accurate. 
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HUMAN  RESOURCES 


”DCAA  recognizes  that  employees  are  the  Agency's  most 
valuable  resource.  ” 


DCAA  recognizes  that  employees  are  the 
Agency’s  most  valuable  resource.  The  Agency’s 
success  in  accomplishing  our  mission  is  directly 
related  to  the  quality  and  competence  of  our 
entire  staff.  Our  executive  group  considers  ca- 
reer management  and  development  to  be  one  of 
our  most  vital  programs.  We  are  continually 
evaluating,  revising  and  improving  recruitment 
and  career  development  programs  to  continue 
hiring  and  retaining  highly  motivated  and 
knowledgeable  personnel.  We  have  designed 
comprehensive  career  development  plans  for 
each  employee  to  ensure  they  obtain  the  training 
and  educational  opportunities  necessary  to  pro- 
mote and  enhance  their  professional  and  techni- 
cal competence. 

WORKFORCE 

Who  are  the  employees  of  DCAA?  As  of 
30  September  1994,  we  employed  5,284  people 
in  more  than  400  offices  throughout  the  conti- 
nental United  States  and  overseas.  DCAA  is 
basically  a one  occupation  agency  with  profes- 
sional auditors  comprising  more  than  84  percent 


of  our  workforce.  Ninety-nine  percent  of  our 
audit  employees  are  college  graduates,  17  per- 
cent with  advanced  degrees,  and  28  percent  are 
certified  public  accountants  (CPAs).  Also  in 
support  of  our  audit  mission,  DCAA  employs 
approximately  900  administrative  support  per- 
sonnel throughout  the  Agency  in  positions  such 
as  secretaries,  personnel  specialists,  budget  and 
management  analysts,  computer  specialists,  etc. 

"We  employed  5,284  people  in 
more  than  400  offices  throughout 
the  continental  United  States  and 
overseas. " 

EMPLOYMENT  OPPORTUNITIES 

Auditors  in  DCAA  do  much  the  same  type  of 
work  as  those  in  major  CPA  firms  or  large 
corporations  in  private  industry.  They  examine 
and  appraise  financial  records,  management 
controls,  and  financial  and  management  reports. 
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They  also  examine  the  policies  and  practices 
affecting  the  financial  condition  and  operating 
results  of  an  activity. 

A typical  assignment  for  an  auditor-trainee  at 
DCAA  would  be  to  assist  a senior  auditor  in 
evaluating  a contractor’s  price  proposal  for  a 
particular  weapons  system.  The  trainee  may  be 
assigned  to  examine  vendor  quotations  in  sup- 
port of  a contractor’s  cost  estimates  for  pur- 
chased materials  or  to  examine  a contractor’s 
labor  history  in  support  of  proposed  labor  costs. 
The  trainee  may  also  assist  a senior  auditor  in 
evaluating  a contractor’s  incurred  costs.  The 
trainee  would  be  assigned  audit  steps  to  test  and 
examine  the  contractor’s  direct  labor  and  mate- 
rial costs  to  verify  and  reconcile  records  and 
reports  against  invoices,  employee  time  cards, 
and  so  on.  The  audit  of  materials  and  labor 
determines  whether  charges  have  been  properly 
recorded  and  whether  items  and  services  were 
actually  received.  Trainees  also  may  use  stand- 
ard quantitative  analysis  techniques  and  EDP 
programs  where  appropriate,  maintain  audit 
working  papers,  and  report  findings  to  the  sen- 
ior auditor. 

DCAA  hires  auditors  primarily  at  the  GS-7 
grade  level.  New  hires  are  usually  recent  college 
graduates  with  a bachelor’s  degree  in  accounting 
or  a degree  in  another  major  which  included  or 
was  supplemented  by  24  semester  hours  in 
accounting.  DCAA  recruiters  look  for  indi- 
viduals who  have  earned  a high  GPA  in  their 
accounting  courses,  particularly  cost  accounting 
and  auditing  courses;  the  ability  to  analyze, 
define  and  resolve  problems;  the  ability  to  rap- 


idly assimilate  new  material,  concepts,  and  pro- 
cedures; the  ability  to  write  and  communicate 
effectively;  and  the  ability  to  establish  and  main- 
tain effective  working  relationships.  DCAA  also 
offers  job  opportunities  to  students  through  the 
Student  Education  Employment  Program.  Posi- 
tions filled  through  this  program  include  admin- 
istrative support  positions  and  student  trainee 
auditor  positions. 

Information  about  DCAA  job  opportunities 
can  be  obtained  at  college  placement  offices,  at 
DCAA  Headquarters  or  at  any  of  the  DCAA 
regional  offices  listed  in  the  back  of  this  pam- 
phlet. Applicants  must  be  U.S.  citizens  and  are 
subject  to  a security  investigation  and  drug 
testing. 

OVERSEAS  ASSIGNMENTS 

Limited  assignments  are  available  in  Europe, 
the  Middle  East,  and  the  Far  East  for  auditors 
with  at  least  three  years  of  experience  with 
DCAA.  These  assignments  are  usually  filled 
competitively  at  the  GS-12  and  above  grade 
levels.  Knowledge  of  a foreign  language  is  de- 
sirable, depending  on  the  assignment  location. 

CAREER  MANAGEMENT  AND 
DEVELOPMENT 

The  typical  career  path  to  the  journeyman  level 
involves  moving  from  the  position  of  auditor 
trainee  (GS-7)  to  junior  auditor  (GS-9)  to  semi- 
senior auditor  (GS-11)  to  senior  auditor  (GS- 
12).  This  progression  is  normally  completed  in 
three  years.  All  auditor  trainees  are  expected  to 
advance  to  the  senior  auditor  grade  level  and 
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master  the  full  range  of  technical  duties 
associated  with  DCAA  contract  audit  work. 
Subsequent  promotions  to  the  GS-13  supervi- 
sory auditor  and  GS-14  audit  office  manager 
positions  are  based  on  competitive  procedures. 

The  Agency  has  established  a GS-13  technical 
specialist  position.  The  technical  specialist  is 
responsible  for  the  technical  management 
and/or  performance  of  our  most  complex  and 
sensitive  audit  work.  These  auditors  specialize 
in  performing  particular  types  of  contract  audits 
as  well  as  providing  technical  guidance  to  other 
auditors. 

Auditor  trainees  attend  a formal  two-week 
technical  indoctrination  training  class  during 
their  first  year  with  the  Agency  at  the  Defense 
Contract  Audit  Institute  in  Memphis,  Tennes- 
see. DCAA’s  Training  and  Development  Plan  for 
auditors  consists  of  on-the-job  technical  train- 
ing; formal  classroom  training;  planned  work 
assignments;  and  job  rotation  within  and  be- 
tween organizational  segments.  The  Plan  in- 
cludes both  technical  and  management  training. 
The  technical  courses  provide  a thorough  back- 
ground in  basic,  intermediate,  and  advanced 
audit  techniques  and  are  designed  to  develop  and 
progressively  increase  professional  auditor 
competence.  CPA  coaching  courses  are  spon- 
sored by  the  Agency  to  encourage  auditors  to 
prepare  themselves  for  the  examination.  DCAA 
audit  experience  meets  or  exceeds  CPA  licens- 
ing requirements.  The  management  courses  are 
directed  toward  the  development  of  administra- 
tive, supervisory  and  executive  skills.  This  is 
illustrated  in  the  Plan  by  the  gradual  shift  in 


emphasis  from  highly  technical  auditor  training 
at  the  junior  and  intermediate  levels  to  manage- 
ment development  courses  at  the  senior  and 
executive  levels. 

As  a condition  of  employment,  auditors  are 
required  to  maintain  their  professional  objectiv- 
ity and  independence.  Accordingly,  manage- 
ment and  supervisory  auditors  are  required  to 
periodically  rotate  to  other  positions  or  change 
contractor  assignments.  Other  auditor  personnel 
are  encouraged  to  seek  periodic  changes  of 
assignments  to  avoid  dealing  with  the  same 
contractor  or  group  of  contractors  for  a lengthly 
period  of  time.  These  rotations  and  changes  in 
assignment  broaden  the  auditor’s  knowledge  and 
experience  of  financial  and  accounting  systems 
at  different  contractor  locations. 

EQUAL  EMPLOYMENT  OPPORTUNITY 
(EEO)  PROGRAM 

''DCAA  is  committed  to  estab- 
lishing and  maintaining  a diverse 
workforce, " 

DCAA  is  committed  to  establishing  and  main- 
taining a diverse  workforce.  To  this  end,  we  have 
developed  affirmative  action  plans  for  minori- 
ties and  women,  the  handicapped,  and  disabled 
veterans. 

Minorities  currently  comprise  20  percent  of 
the  total  workforce,  and  37  percent  of  the  audit 
staff  are  women.  Persons  with  disabilities  com- 
prise slightly  over  5 percent  of  the  workforce. 
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In  the  last  year,  the  Agency  appointed  its  first 
woman  to  a Senior  Executive  Service  level 
position. 

In  addition  to  the  Agency  performance  awards 
system,  DCAA  annually  presents  two  EEO 
awards.  The  EEO  Performance  Award  is  pre- 


sented to  the  individual  who  has  demonstrated 
the  greatest  support  for  the  EEO  program.  The 
Outstanding  Employee  with  a Disability  Award 
is  presented  to  an  Agency  employee  for  his  or 
her  contributions  to  the  Agency’s  mission  ac- 
complishment. 
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THE  DCAA  ORGANIZATION 


DCAA  Headquarters  is  located  in  Alexandria,  Virginia.  In  June  1995,  Headquarters  will  be 
relocated  to  Ft.  Belvoir,  Virginia.  Regional  Offices  are  located  in  Irving,  Texas;  Smyrna,  Georgia; 
Philadelphia,  Pennsylvania;  Lexington,  Massachusetts;  and  La  Mirada,  California.  DCAA  also 
has  400  offices  located  throughout  the  United  States,  Europe,  and  the  Far  East.  The  DCAA  Field 
Detachment  directs  the  overall  planning,  management,  and  execution  of  worldwide  DCAA  contract 
audits  of  compartmented  programs. 

THE  DCAA  STAFF 


Staff 

• Auditors 

4390 

• Administrative  & Clerical 

894 

• Total 

5284 

Professional  Qualifications 

• CPAs 

1238 

• College  Graduates 

4533 

• Advanced  Degrees 

797 
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Fiscal  Year  1 994  Audit  Results 


Audit  Savings 

Agency  Operating  Cost 

Audit  Savings  to  Operating  Cost  Ratio 


$3.8  Billion 
$ .4  Billion 
9.5  : 1 
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Fiscal  Year  1 994  Major  Areas  of  Audit  Activity 


Forward  Pricing 


Number 

Staff  Years 

Savings 

14,727 

1,086 

$2. 1 Billion 

Incurred  Cost 


Number 

Staff  Years 

Savings 

31,136 

2,045 

$ .4  Billion 

Other  Audits  (*) 

Number 

Staff  Years 

Savings 

18,684 

974 

$1.3  Billion 

(*)  Includes  Special  Audits,  Cost  Accounting  Standards, 
Operations  Audits,  and  Defective  Pricing  Audits 
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CENTRAL  REGION 

DEFENSE  CONTRACT  AUDIT  AGENCY 
106  Decker  Court  Suite  300 
Irving,  Texas  75062-2795 


Regional  Director;  Charles  T.  Cherry 

Deputy  Regional  Director:  James  W.  Lovelace 


For  Additional  Information  Contact: 
William  R.  Serafine 
Regional  Special  Programs  Manager 
(214)  650-4901 
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EASTERN  REGION 


DEFENSE  CONTRACT  AUDIT  AGENCY 
2400  Lake  Park  Drive  Suite  300 
Smyrna,  Georgia  30080-7644 


Regional  Director:  Richard  R.  Buhre 

Deputy  Regional  Director:  Robert  J.  Melby 

For  Additional  Information  Contact: 

Vincent  A.  Acquaviva 

Regional  Special  Programs  Manager 

(404)  319-4417 
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MID-ATLANTIC  REGION 
DEFENSE  CONTRACT  AUDIT  AGENCY 
615  Chestnut  Street  Suite  1000 
Philadelphia,  PA  19106-4498 


Regional  Director:  William  H.  Kraft,  Jr. 

Deputy  Regional  Director:  Williard  F.  Weikel 

For  Additional  Information  Contact: 

Stanley  Keer 

Regional  Special  Programs  Manager 
(215)  597-5416 
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NORTHEASTERN  REGION 
DEFENSE  CONTRACT  AUDIT  AGENCY 

83  Hartwell  Avenue 

Lexington,  MA  02173-3163 


Iceland 


Regional  Director:  Francis  R Summers,  Jr. 

Deputy  Regional  Director:  Barbara  C.  Reilly 


For  Additional  Information  Contact; 
John  P.  Giangrande 
Regional  Special  Programs  Manager 
(617)  377  9801 
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WESTERN  REGION 

DEFENSE  CONTRACT  AUDIT  AGENCY 
16700  Valley  View  Ave,  Suite  300 
La  Mirada,  CA  90638-5833 


Regional  Director:  Robert  W.  Matter 

Deputy  Regional  Director:  Arlin  R.  Tueller 

For  Additional  Information  Contact: 

Josephine  L.  Fiinn 

Regional  Special  Programs  Manager 

(714)  228-7020 
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This  report  has  been  prepared  to  satisfy  the  many  information  requests  received  from  contracting 
officers,  contractor  representatives,  Federal  agencies,  and  the  public  regarding  the  activities  of  the 
Defense  Contract  Audit  Agency  (DCAA). 


For  additional  information  on  the  Defense  Contract  Audit  Agency,  the  following  publications  are 
available: 

Index  of  DCAA  Numbered  Publications  (DCAAI  5025.2) 

Index  of  DCAA  Memorandums  For  Regional  Directors  (MRDs)  (DCAAI  5025.13) 
Directory  Of  DCAA  Offices  (DCAAI  5005.2) 

Guidance  For  New  Contractors  (DCAAP  7641.90) 

The  DCAA  Bulletin  (DCAAP  5120.2)* 

The  DCAA  Contract  Audit  Manual  (DCAAM  7640.1)** 

Additional  copies  of  this  publication  and  other  DCAA  publications  may  be  obtained  by  contacting; 

Headquarters  Publication  Control  Officer 
Defense  Contract  Audit  Agency 
ATTN:  CMO 

Cameron  Station,  Alexandria,  VA  22304-6178 

(There  may  be  a nominal  charge  for  some  publications.) 

* The  DCAA  Bulletin,  published  quarterly  by  DCAA  Headquarters,  is  available  as  an  annual 
subscription.  The  current  rate  is  $12.00  for  a one  year  subscription. 

**The  DCAA  Contract  Audit  IManual  is  available  on  an  indefinite  subscription  from  the 
Superintendent  of  Documents,  U.S.  Government  Printing  Office,  Washington,  DC  20402.  The 
current  rate  is  $31.(X)  per  year. 
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